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FLEXIBLE WORK ARRANGEMENTSTELEWORK*

I ntroduction

Alternative working arrangements are being demanded by today’s employees and
explored by employers. While the 21% century worker has different needs and perspectives than
the worker of the past, the 21% century employer, competing with others for a shrinking pool of
skilled workers, has more incentive than ever to be responsive to employee demands. The fast-
paced, global, competitive work environment and today’s workers both require greater and
greater flexibility in work arrangements.

Dr. Edward Montgomery, Chief Economist with the United States Department of Labor,
testified at the first American Worker at a Crossroads Project hearing in October 1997 on change
in the workplace:

The nature of our jobsis. .. changing. Since the late 1960s, we have also seen a slight
increase in the proportion of jobs that are part-time. Temporary workers who
telecommute doubled between 1990 and 1995. A recent Upjohn Ingtitute study found
that amost a quarter of all workers are now employed in arrangements other than as
regular full-time employees. As the population ages, workers may want more work
flexibility, but they will also need pension health-care benefits that these new work
arrangements have been less likely to provide.

Professor Thomas Malone, part of the Massachusetts Institute of Technology initiative
caled “Inventing the Organizations of the 21% Century,” also testified at an American Worker
Project hearing on his vision for the future workplace.IZI Because of the important presence of
new technologies, Professor Malone believes our nation will be required to have a significant
increase in the use of highly decentralized ways of organiﬁing work, including temporary
networks of very small companies and independent contractors.

The Clinton Administration’s 1993 Commission on the Future of Worker-Management
Relations (popularly known as the Dunlop Commission), when tasked with the examination o
new methods to enhance workplace productivity, “affirm[ed] the valuable role contingen
arrangements can play in diversifying the formﬁof employment relationships available to meet
the needs of American companies and workers.”

As the following information reflects, the American workplace is becoming more
flexible. Yet, as discussed in the later portion of this chapter, innovative, flexible workplaces are
unavailable to millions of Americans because of certain provisions of the Fair Labor Standards
Act. The American Worker at a Crossroads Project would like to encourage family friendly,
flexible workplaces that are available to all Americans.



The Flexible Workforce—What Is|t?

According to the Department of Labor's Bureau of Labor Statistics, the flexible
workforce includes indirect and aternative workers. The Bureau places these workets in four
genera categories. “independent contract,” “on-call,” “temporary,” and “contract”.* Please
note, however, that there are myriad other terms and combination of terms used in our society to
describe the aternative workforce, including “contingent,”““telecommuting,” “job sharing,” “e-
lancing,” “leased,” “seasonal,” “consulting,” “homeworking,” “casual,” and “persona supply
service” empl oye&e.EI The American Worker at a Crossroads Project heard numerous complaints
from citizens around the nation that this lack of unity in definition often causes compliance
confusion and expense for employers and empl oyees.

The Bureau of Labor Statistics only began surveying characteristics of alternative work
empl (a/ment arrangements in 1995 and has completed only two such surveys thus far: 1995 and
1997.* To determine various employment categories, the Bureau applies these definitions:

Independent Contractors, including consultants and free-lance workeriz| are independent
regardless of whether they are wage and salary workers or are self-employed.

On-Call Workers are called into work only when they are needed.“ll—-|
Temporary Workers are paid by atemporary help agency.“IZI
Workers Provided by Contract Firms work for a contractlﬁompany. They usually work for only
one customer and usually work at the customer's worksite.

TheFlexible Workforce—Whois|t?

The American Worker at a Crossroads Project repeatedly heard at roundtables around the
country and hearings in Washington, DC that a significant percentage of Americans workers are
employed in flexible worker arrangements. This percentage continues to grow.

Today, of the 128.4 million working Americans, there are 12.[(45] million employees in the
Department of Labor’s definition of a flexible workforce market.”~ Breakdown of this 12.6
million by the Bureau of Labor Statistics most recently available data shows:

» 8.5 million independent contractors (6.6% of the working population),l;I

* 2 million on-call workers (1.6% of the working population),

e 1.3 million temporary workers (1.0% of the working population), and

» 800,000 contract workers (0.6% of the working population).l;I



The Flexible Workforce - Why?

This large percentage of employees in the flexible workforce is attributable to a variety of
factors. A flexible workplace:

Accommodates Employee Preferences

Two-thirds of American workers in alternative arrangements prefer their arrangements to
typical “traditional job” arrangements. A breakdown of the Bureau of Labor Statistics most
recent data shows:

* 84% of workers in aternative work arrangements prefer their work arrangements over
“traditional jobs,”

* 40% of on-call workers prefer their work arrangements over “traditional jobs,” and

El

»  34% of temporary help workers prefer their work arrangements over “traditional jobs.”

This preference is supported by a variety of reasons, including the fact that flexible work
permits employee autonomy. Flexible employment is an attractive option for many because it
allows workers to better control the frequency and intensity of their labor market participation.
For example, a worker in a flexible workplace may choose to work fifty hours one week and
thirty hours the next, spending the extratime to meet family or other needs.

Flexible work provides the opportunity to enter the “Traditional” job market. Many
workers see flexible working arrangements as an entree into the job market and a source of
income in between traditional jobs. A February 1997 Wall Street Journal article, “The
Expanding Role of Temps Offers Avenue to Good Jobs’ recognizes the new opportunities that
arise from a job in the alternative workforce. “For their part, the companies, knowing they’ ve
got a free trid perﬂﬁd, are more willing to take a chance on someone who might not fit exactly
their job profile”™ The Dunlop Commission aso noted this benefit: flexible arrangements
“provide a mechanism for transition between jobs, affording employers and workers an
opportunity E_I size each other up before deciding to enter a more stable employment
relationship.”

With flexible arrangements, workers can develop skills. Employees can become
“portfolio workers,” who “increase the agility of firms by moving productively from one job to
another, constantly impraying and adjusting their skills through both forma and informal
educational opportunities® In a 1995 National Association of Temporary and Staffing Services
survey, 56 percent of Hmer temporary workers “said they learned new skills while working as a
temporary employee.”®- Jeff Joerres of Manpower, Inc. believes people have adapted to the non-
traditional workforce. “They are increasingly interested in a specific project, rather than a
specific IE(ﬁ)mpany. They are interested in getting more skills and moving on to the next
project.”



Flexible work arrangements aso provide a source of income or supplemental income for
many Americans. For those unable to find suitable regular employment, flexible work serves as
a significant socia function. Steven Hipple and Jay Stewart have also found that temporary
workers with lower education levels actually earned more relative to traditional workers.

Addresses Employer Needs

With constantly changing production and consumer demands, today’'s industries need
freedom that does not always fit into the typical “forty hour week” workplace law box. Certain
business aspects are time sensitive, with production requiring intense work at specific stages of
development and less at others. Flexible work arrangements also allow a company “not only to
adjust more easily to consumers by expandiﬂg or contracting the size of its workforce, but to
quickly alter the mix of skills of its workers.”

Reacts To Protective Public Policy

Some suggest “the increase in flexible employment is the result . . . &5 public policy
motivated partly by the desire to protect and promote permanent employment.” For example,
the Clinton Administration’s Dunlop Commission, after months of research and hearings,
determined that “current tax, labor and employment law gives employers and employees
incentives to create contingent reIatioEthips not for the sake of flexibility or efficiency but in
order to evade their legal obligations.”

Evaluating the rationale behind Dunlop’s determination, Dr. Dwight R. Lee, Professor of
Economics and the Ramsey Chair of Private Enterprise at the University of Georgia, believes
that, because of the “legislation and judicial decisions supported by labor unions in the name of
protecting against the arbitraryﬂwd unjust dismissal of permanent employees,” there has been an
erosion of employment-at-will.*~ This erosion has resulted in a*less permanent employment and
more flexible employment to which labor urt(jns are generally hostile, and which they
commonly refer to as “contingent employment.”* With this flexible employment, companies
can make decisions about their workforce without being faced with polices affecting their right
to hire and fire employees as needed. Best expressed by participants at an American Worker
Project roundtable: “The attitude of legidation is that businesses will take advantage of their
employees. In most cases, however, businesses take care of its employees.”

Responds To Uncontrollable Circumstances

IL%LIFhe workforce is also affected by circumstances largely beyond the control of public
policy. For example, “global economic changes, technologica improvements, and
demographic considerations’ create “spontaneous changes in economic conditions and
opportunities.”** With such changes, compaﬂleﬁ have to have flexible employees immediately on
hand to meet the market responses instantly.



* Adapted from the American Worker Project Report:  Securing the Future of America's
Working Families, Subcommittee on Oversight and Investigations, Committee on Education and
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